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Raw-Materials
Raw-materials were a major item of cost for seven out
of the eleven firms. Scarcities, irregularities and insufficient
supplies of raw-materials came in the way of the healthy
working of the units. Therefore, data were collected as to
whether the raw-materials used were indigenous or imported,
controlled or free, abundant or scarce, and superior or inferior.
These data threw light on the problems of raw-materials faced
by the sample firms.
Firm-I used partly indigenous raw-materials available
in the open market and the rest from outside the state. In
the beginning, the raw-materials used by it were not scarce.
But subsequently, they became scarce especially those which
purchased from other states. It purchased its raw-materials
from small-scale as well as large-scale industrial units and the
latter were located in other states. As large-scale units were
at the stage of closure due to labour problems, they could not
supply the required quantity of raw-materials. Therefore, it
was getting only 50% of its raw-material requirements. Because
of inter-industjy linkages, problems of one industry adversely
affected other industries which depended upon it either as a
supplier of raw-materials or purchaser of its products. Inade-
quate availability of raw-materials along with other problems
(discussed later) resulted in underutilisation of capacity which
lowered its profitability.
The raw-materials used by Firm-II were indigenous and
available in the open market. Eventhen, it faced a shortage.
This problem was aggravated as the firm wanted to work in
3 shifts. It was getting only 50% of its requirements. Lately,
the managing director could find an alternative, untapped
source and expected a solution to the problem soon. Because
of shortage of raw-material, suppliers were demanding heavy
advances. This put the firm in financial difficulties (worsening
short-term as well as long-term solvency ratio-Chapter IV,
Table 4.J and 4.6). Shortage of raw-materials resulted in
under-utilisation of capacity. Therefore, inspite of increasing
turnover of fixed as well as current assets (See Chapter-IV,
Section-B and C, Table 4.3), it could not reach the break-even
point.